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B.      DRAWDOWN OF THE SPR

The timing and rate of a SPR drawdown should be determined at
the time of the disruption.    Such a determination should be_based
on a number of considerations, including the amount of oil  in the
SPR, the severity of the disruption and expectations about the
likelihood of future disruptions.    However, under a wide range of
assumptions, PE analysis indicates that the.economic benefits of
the stockpile are maximized when the drawdown is initiated quickly
and continued at a rapid rate.

Under the assumptions tested a large portion of the benefits of
the stockpile can be captured, with a drawdown capability of 730
million barrels a year (2.0 MMB/D).    However, under a different
set of assumptions (more frequent severe disruptions, but of
short duration) considerably higher drawdown rates can be justified.
Since the primary benefit of the SPR program is the downward
pressure it exerts on all oil prices when it is released, competi-
tive sales, rather than direct allocation, is the preferred method
of releasing SPR oil during a disruption.

C.  COORDINATION WITH OTHER IEA MEMBERS

Programs which enable the International Energy Agency (IEA)
member nations to coordinate their stockpiling activities can
produce large benefits for all members, including the U.S.    A
program which allowed all the IEA members to depend on a common
stockpile management program would allow the U.S. to maintain a 30%
smaller stockpile while enjoying 100% greater net benefits from the
Tc?9^;   Th?.,u-s- should seek agreements with the members of the
IEA that would permit coordination of the acquisitions and drawdowns
or tne member nations.

A-8   'dered is a long-term SPR contract
